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EUROPEAN INTEGRATION 


BY PER JACOBSSON 


Much has been written and spoken in the years 
since the second world war on the subject of 
“European Integration”, the protagonists of which 
have usually meant thereby an increasingly close 
economic association aiming at the establishment 
of common markets for important products 
together with some transference of power to new 
supranational organisations. This idea has received 
wide support not only in Europe but also — and 
perhaps even more so — in America: the average 
American considers it sheer folly that Europe 
should be split up into so many separate econo- 
mies at a time when modern large-scale pro- 
duction needs to have outlets to the widest possi- 
ble markets. To attain prosperity and peace the 
Europeans must, in American opinion, combine 
to create something which can develop into a 
“United States of Europe”. 

In Europe itself the immediate post-war period 
was singularly propitious for the acceptance of 
the idea of a far-reaching European integration. 
A number of countries were at that time in a most 
precarious economic position and after all the 
losses suffered as a result of the war it often 
seemed futile to hope that an adequate standard 
of living could ever be reached within narrow 
national frontiers. The young people, especially, 
who. were naturally on the look-out for fresh 
. fields of activity and did not think highly of the 
old order that had led to two world wars, were 
particularly attracted by the idea of a combination 
of as many European countries as possible to 
form a large economic unit with seemingly un- 
limited possibilities. And in political circles it was 
often argued that European countries would have 
little or no chance of standing up to either the 
U.S.A. or the U.S. S. R. unless they themselves 
also joined together to form one big country. 

In so far as the demand for European inte- 
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gration arose out of a feeling of helplessness and 
pessimism, the situation has clearly changed now 
that the countries of Europe — rather to their 
own astonishment — have succeeded in breaking 
all previous records of production and trade with- 
out having established any common markets ex- 
cept in the special field of coal and steel. At the 
same time the direct influence of the United 
States has naturally declined, now that most Euro- 
pean countries neither receive nor need economic 
aid. Finally, the discoveries which have been made 
in the field of atomic energy seem to point to 
developments which may well enable in any case 
the medium-sized countries to produce and equip 
themselves with some of the new deadly weapons 
almost as effectively as the largest countries. 

Does this mean, then, that the movement to- 
wards European integration has petered out and 
will come to nought? That may be the case so far 
as the original conception is concerned; but the 
whole problem of integration needs to be re- 
examined and solutions need to be found to the 
problem of how active economic and political co- 
operation is now to be attained, account being 
taken of the change in attitude which has un- 
doubtedly occurred. 

To obtain a true perspective of the question of 
European integration it is necessary to cast a 
glance at past history and even to go back as far 
as to the Roman Empire. The peace and civili- 
zation which this Empire achieved left deep traces 
in the territories which had come under its sway? 


1 In this connection it may be pointed out that countries 
forming part of the O. E. E. C. (and thus also of the Euro- 
pean Payments Union) — including Turkey, Austria, Switzerland, 
western Germany, Belgium, the Netherlands and Great Britain 
— have a common northeastern frontier, which roughly corre- 
sponds to the old frontiers (the »limes») of the Roman Em- 
pire. The main addition brought by the O. E. E. C. to what 
has become known as »western Europe» has been the three 
Scandinavian countries — Denmark, Norway and Sweden. 
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and appeared to a succession of later generations 
as an ideal state of affairs. 
* * 
> 


The repeated onslaughts of Germanic tribes 
brought about the fall of the classical Roman 
Empire, the last Emperor being deposed in A. D. 
476. But it would be a mistake to conclude that 
those who inhabited the territories which had been 
governed from Rome suddenly abandoned the 
idea of unity and coherence. Not only did the 
vision of a world empire survive but it was even 
powerful enough to influence the subsequent 
course of events. The Papacy may in more ways 
than one be regarded as a continuation of the 
Roman Empire; the elevation of the Bishop of 
Rome to the pre-eminent position of Pope in the 
western branch of the Church cannot be explained 
without taking into account the prestige of the 
Eternal City; and in working out a legal code — 
which was to become the Canon Law — the 
Church took as its basis the system of Roman 
law which it adapted to its own needs. Moreover, 
as regards political — as distinct from ecclesiasti- 
cal — power, the tradition persisted in the Church 
that as far as secular matters were concerned the 
Empire was both necessary and eternal. With the 
coronation of Charlemagne in the year 800, the 
western part of the Roman Empire seemed for a 
time to have been restored — and even after the 
break-up of the Carolingian empire, the office of 
Emperor, although he was by then elected by the 
German princes alone, was still felt to be universal 
in character and inferior only to that of the Pope. 
In the course of the fourteenth century, however, 
a modern national state was formed in France 
— a country which gained in independence not 
least because in a clash with the Church it showed 
itself stronger. Some two hundred years later, the 
leaders of the Reformation — Luther and Calvin 
— did not raise any objection to the principle 
of a church universal, though they wanted it to 
be established in accordance with their own ideas. 
In practice, however, the inevitable outcome of the 
split in the Church was to weaken the forces of 
tunity. About the same time political conceptions 
underwent a profound change under the influence 


of the Renaissance ideas of “state sovereignty 
— developed most daringly by Machiavelli in a 
series of treatises which were read by all culti- 
vated people. 

As a result of the Thirty Years War (from 
1618 to 1648), any claims made by the Emperor 
to a position of supremacy were definitely rejected — 
— but at the very moment when the old order was 
doomed a new order emerged, namely the system 
of international law which was developed by a 
number of great lawyers (Grotius, in particular) — 
and embodied in peace treaties which found gener- 
al acceptance. After the Thirty Years War there 
was thus concluded the Treaty of Westphalia 
which became part of the Law of Europe.? After 
the Napoleonic Wars it was replaced by the Treaty 
of Vienna, which in 1815 ushered in one of the 
most peaceful centuries Europe has ever known. 
The Westphalian and the Viennese Peace Treaties 
were both worked out in negotiation between 
victors and vanquished, some attention being paid, 
of necessity, to the interest of the latter. Had this 
not been so, the treaties in question would hardly 
have found, as they did, almost universal ac- 
ceptance. The Treaty of Versailles, concluded 
after the first world war, may well be said to have 
contained many useful provisions, but it suffered 
from grave disadvantages in that Germany was 
not allowed any really effective participation in 
the negotiations, while the U. S. S. R. took no part 
in them at all and the United States in the end 
withheld its ratification. This treaty never ac- 
quired the moral status that the other two treaties 
had enjoyed. 

Since the second world war a number of sepa- 
rate peace treaties have been concluded, such as 
the Italian Treaty of 1946 and the settlement 
restoring freedom to Austria in 1955. But agree-. 
ment has yet to be reached on the future of Ger- 
many. It is not too much to say that the answer 
to the question whether there will again be a 
generally atcepted law for the whole of Europe 
is likely to depend upon whether or not a negoti- 


7 
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| 
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' Tt was, for instance, through the Peace of Westphalia that 
Switzerland became fully independent of the Empire, although — 
the links whereby it was subordinated to it had been weak- 
ened in previous treaties. When Napoleon in 1806 finally dis- 
solved »das Heilige Rémische Reich Deutscher Nation? he onl 
confirmed what had actually occurred a century and a half 


. 
earlier. j 
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ated treaty concerning Germany can be concluded 


-— a treaty signed by all the European powers 
affected (including, of course, both Germany and 


the U.S. S.R.) and by the United States as well. 


There is still a chance that genuine peace negoti- 
ations may be arranged as a result of which 
Europe will be given a new fundamental law 


capable of serving as the political basis for a 
fulfilment of Europe’s deep urge to combine unity 
and variety. 

The establishment of such a fundamental law 
would be a far greater thing than would have 
been the achievement of co-operation in the form 
of the European Defence Community comprising 
the six countries: Belgium, France, western Ger- 
many, Italy, Luxemburg and the Netherlands. If 
such a community had been created the result 
would have been a further division of Europe 
in addition to the split between East and West, 
as Great Britain, the Scandinavian countries, 
Switzerland and Austria and also some other 
countries such as Portugal and Greece would have 
remained outside. 

It had not been intended that the proposed 
co-operation between the six countries should be 
limited to the military field; the countries in 


question did, in fact, join together, before the 


tide of opinion turned, as members of the Euro- 
pean Coal and Steel Community (administered by 
a High Authority whose seat was established in 
Luxemburg). For these two commodities a com- 
mon market, unhampered by customs duties, was 
established and rules were adopted which included 
a ban on discrimination and on restrictive practices 
liable to bring about a division of the market or 
to introduce unfair advantages. 

When the Coal and Steel Community was 
formed the then French Foreign Minister, M. 
Schumann, referred to it as a “first stage in Euro- 
pean federation”. A number of far-reaching 
projects were discussed at that time, including a 
proposal that the six countries should take steps 
to introduce a common currency. It did not take 
long to discover, however, that the adoption of 
such a proposal would present very grave diffi- 
culties from the technical and political point of 
view, since it would necessitate a unified control 
of credit and also, to a great extent, the super- 
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vision of both budget and labour-market policies. 
The adoption of a common currency might even 
be positively dangerous if it were to lead to the 
emergence of a closed monetary area, since there 
is little doubt that it is in the true interest of the 
European countries to seek to establish the freest 
possible payments arrangements not only among 
themselves but also in relation to other continents. 
Such arrangements can be realised more simply 
by means of a gradual relaxation of exchange 
restrictions, making it possible for foreign curren- 
cies to be bought without an official permit — 
a state of affairs which has almost been reached 
in a number of countries in Europe. But it is 
possible that, even after the return to a free pay- 
ments system based on convertibility, close mone- 
tary co-operation within the O. E. E. C. may still 
be desirable ; and in the summer of 1955 an agree- 
ment was reached in Paris regarding the arrange- 
ments which will replace the European Payments 
Union when it ceases to function. 

One of the main purposes of freedom of 
foreign payments is the promotion of a brisk ex- 
change of goods and services between the various 
countries, and it must therefore be accompanied 
by a high degree of freedom of trade. In the 
sphere of foreign trade the immediate task after 
both the first and second world wars was the 
removal, by means of so-called trade liberalisation, 
of the many quantitative restrictions which had 
been imposed as part of the wartime economic 
policy. Over the last five years such trade liber- 
alisation as has taken place has been mainly 
confined to trade between the members of the 
O. E. E. C. If, however, European countries were 
to neglect their relations with other continents 
they might find themselves before long not only 
engaged in deadly competition with each other 
but also unable to earn the wherewithal to pay 
for their imports from overseas countries. Liber- 
alisation has recently been extended particularly 
to imports from the dollar area. But there are 
some people who maintain that action along these 
lines — however far pursued — will not really 
solve Europe’s basic trade problems, since it will 
not lead to the establishment of those large do- 
mestic markets on which alone, it is asserted, 
modern industries can thrive. Those who argue 
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in this way usually advocate the formation either 
of a full-fledged customs union or of common 
markets on the pattern of the European Coal and 
Steel Community. 

Adam Smith’s famous saying that the division 
of labour is limited by the extent of the market 
still holds good today, of course, but, even so, it 
cannot be taken for granted that an enlargement 
of the market is necessarily always an advantage. 
After all, some of the smaller countries — Bel- 
gium, the Netherlands, Sweden and Switzerland 
— have had for years the highest standard of 
living of any of the countries on the continent of 
Europe. In the case of a number of types of enter- 
prises, the domestic market of a relatively small 
country is now large enough to provide them with 
an adequate outlet, having been widened as a result 
not only of the growth in population but also of 
the trebling of the real income per head which has 
occurred over the last hundred years in most of 
the countries of western Europe. Moreover, it is 
usually the smaller countries which avail them- 
selves most fully of the vast possibilities of the 
export trade. As to countries with a population 
of between 40 and 50 million (France, western 
Germany, Great Britain and Italy) there must be 
few lines of manufacturing for which there is not 
a sufficient market to permit the establishment of 
firms large enough to be able to employ the best 
methods of production — especially if, in addition, 
account is taken of the possibilities of export. 
There may, however, be exceptional cases in 
which a widening of the market would be decided- 
ly helpful from a technical point of view — and 
the question would then arise of the countries 
joining together to establish common markets more 
or less similar to those of the Coal and Steel 
Community. 

There are certainly some drawbacks attached 
to the existence of several markets, viz. the 
system of dual pricing by firms depending on 
whether they are selling at home or abroad and, 
as a result, the raising of duties on the part of 
other countries — practices which tend to distort 
and even envenom international trade. Experience 
shows, however, that dual-price systems involving 
the dumping of goods in foreign markets only 
assume dangerous proportions if the level of the 


country’s import duties on the commodities in 
question is on the high side. 

Undoubtedly the trend of tariff policy will in 
the future as in the past largely depend on the 
extent of the fluctuations in business activity; it 
has been found that a long drawn-out depression 
is generally accompanied by a recurrence of 
protectionist tendencies. It would be an illusion to 
think that the possession of a large market is in 
itself a safeguard against the development of a 
devastating depression — what happened in the 
United States in the 1930s, at a time when several 
of the European countries were managing rather 
better, is striking evidence that it may actually be 
harder to lift a big country out of the trough of a 
depression. Even after the encouraging experience 
of 1954—55 it would still be rash to proclaim that 
there will be no more severe depressions; but a 
great deal has been learnt in recent years in the 
field of business-cycle policy, so that one may 
perhaps hope that it will be possible to moderate 
the extent of future economic fluctuations. 

It seems, moreover, that an increasing number 
of countries are beginning to realise that the 
maintenance of a high wall of protective tariffs 
is not to their advantage. Something is being 
resuscitated from the old free-trade doctrine 
which held that it would be to the benefit of a 
country to lower its tariffs even though other 
countries clung to protectionism. It is beginning 
to be realised, for instance, that an excessive 
degree of “protection” may hinder rather than 
help a country’s economic development. In a series 
of very interesting articles published in “Paris-— 
Presse” in the summer of 1955, Monsieur Robert 
Marjolin, former Secretary General of the 
O. E. E.C., expressed the view that the absence 
of adequate industrial development in France was 
due, in the first place, to “the protectionism 
adopted in the last quarter of the nineteenth 
century, which helped to keep the traditional eco- i 
nomic structure intact much longer in France than 
elsewhere, ‘with the result that the standard of 
living has remained comparatively low”. M. Mar- 
jolin strongly urged his countrymen in their own 
interest to remove such obstacles as particularly 
hamper the flow of France’s foreign trade. 

Another illustration of the interest countries 
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have in adopting a freer trade policy is provided 
by the effects of the liberalisation of dollar im- 


ports. When, for instance, in the course of 1954 


the Swedish authorities removed most of the 
quantitative restrictions on the import of dollar 
goods, they did so with a view to increasing 
competition from abroad, it being expected that 
such competition would exercise a moderating 
influence on the price level. It is becoming in- 
creasingly realised that countries which allow 
dollar goods to be imported as freely as other 
goods thereby accustom their own industrial and 
commercial firms to American prices and stand- 
ards, and thus enable them to stand up to Ameri- 
can competition in foreign markets. 

Countries which lag behind in the liberalisation 
of their dollar trade, on the other hand, put their 
firms at a disadvantage with regard to foreign 
competition. 

One reason why countries are now more willing 
to consider liberalising their trade with the dollar 
area is that the fears of an intractable dollar 
shortage are beginning to subside. This is due not 
only to the increases in the gold and dollar re- 
serves of most European countries but also to the 
fact that the level of American wages is so high 
(and it is still increasing) that European coun- 
tries feel more confident of being able to hold 
their own in competition. As long as Switzerland 
was the only country without any dollar diffi- 
culties it was always possible to explain this 
fact by reference to exceptional circumstances 
(Switzerland’s neutrality in the two world wars, 
its high level of foreign investment, etc.) but now 
that a number of other countries have shown 
themselves able to add regularly to their gold and 
dollar holdings a truer perspective is being gained, 
with a clearer realisation of the importance of the 
internal budget and credit position in each indi- 
vidual country. 

A fair amount of progress has been made in 
making commercial policy less dependent on mone- 
tary developments. In the past two years none of 
the O. E. E. C. countries has gone back on trade 
liberalisation when balance-of-payments difficul- 
ties have arisen; instead they have taken steps to 
temedy the situation by such measures as increases 
in interest rates and the introduction of stiffer 


fiscal policies including the curtailment of offi- 
cially financed investment. 

If it proves possible to maintain as high a de- 
gree of overall price stability as that which the 
world has enjoyed in recent years, it may be hoped 
that the liberalisation of trade will be pushed 
further and further and that a beginning will be 
made with the lowering of customs barriers. It 
is essential, however, that no major country should 
take the opposite course, for such action would 
only strengthen the hand of protectionist interests 
all over the world. From this point of view, the 
increases in the tariff on individual items, 
(watches, bicycles, etc.) which have recently been 
authorised by the U. S. Government are, of course, 
to be deplored; their harmful psychological effect 
may perhaps be offset somewhat, however, if 
concessions of more or less equal value are granted 
in respect of other types of imports.} 

In the European sphere the O. E. E. C.? de- 
serves credit for the simultaneous progress which 


1 The United States is such a large and rich country that 
Americans may be inclined to think that the optimum size for 
effective production can be attained there in practically every 
branch of their industry and that it will therefore do little or 
no damage to exclude any given foreign article. But if for that 
reason they would be prepared to open the door to increased 
protection they might make a great mistake in forgetting the 
following three important considerations: 


(i) Tariff increases, if applied to a wide range of goods, 
may impair the functioning of the international payments 
system —a development which can have, as it did in the 
years after 1930, most undesirable repercussions on Ame- 
rica itself, 

While it is generally admitted that there is something in 
this line of reasoning, the following two arguments are often 
overlooked: 

(ii) In the United States — as in many other countries, there 

is a great danger that organised private interests, corpo- 
rations, agricultural associations and labour unions — may 
become too powerful for the government. In‘ practice, 
one of the most effective safeguards against the exercise 
of undue influence by such interests is probably provided 
by foreign competition. 
One danger resulting from the possession of a very large 
domestic trading area is that production may become too 
standardised and that this uniformity may also extend 
into cultural life. For this reason it may be unwise to 
oppose the freeing of imports, which would lead to great- 
er diversity. 

It would be a very good thing if more of the Americans 
who understand these matters were to point out to their 
compatriots that the freeing of trade is in America’s own inter- 
est and is not just something it is being asked to do for the 
benefit of the rest of the world. 

2 One of the advantages of the O. E. E. C. is that its Coun- 
cil of Ministers (and such subsidiary organs as the Managing 
Board of the European Payments Union) may take binding 
decisions within their own field of action without the neces- 
sity for any subsequent ratification. There is not much point 


(iii) 
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has been made in the restoration of monetary 
order and the extension of trade liberalisation. As 
a result of these efforts there now exists a frame- 
work within which various kinds of projects may 
be undertaken and results obtained which will 
strengthen the ties between the various nations. 
One example of such a project is the joint setting- 
up by a number of European railway organisations 
of the “Eurofima’’,t an institution whose concern 
it will be to assist the railways of the member 
countries in modernising their rolling stock and 
to encourage the grouping of orders and the 
reduction of prices. It may perhaps even be possi- 
ble to push forward with the rationalisation of 
agriculture, especially since methods of production 
in this sector leave much to be desired and the 
demands for far-reaching protection put forward 
by agricultural associations tend more often than 
not to place serious obstacles in the way of the 
liberalisation of trade. 

In view of all the difficulties which have to 
be overcome before progress can be made in 
gradually relaxing exchange restrictions and low- 
ering trade barriers, there may be a temptation to 
try to create a better state of affairs by one bold 
stroke — such as the formation of a European 
customs union. But there may be reluctance to 
take such bold action, partly because the more 
sweeping solutions, too, have their drawbacks; 
and if this course is not taken, there will remain 
no other choice than to proceed along the hard and 
often tortuous road of determined and persevering 
effort in each individual field. 

In a short article it is possible to touch upon 
only a few of the aspects of the problem of Euro- 
pean integration, and it may be well to conclude 
by emphasising some of the main points: 

In the first place, it is to be hoped that the 


in having meetings of technical experts unless effect can be 
given to their conclusions by a politically competent body. 
Under the O. E. E. C. system the politicians have the advice 
of the experts, while the experts have to remember that their 
conclusions must in the end be politically acceptable. 

It is not possible within the scope of this article to discuss 
the question of how the O. E. E. C. is to establish closer con- 
tact with other bodies, such as the Council of Europe, which 
deal with similar problems. 


* Société Européenne pour le Financement du Matériel Fer- 
roviaire. 


present East—West negotiations will result in 
the signing by all the countries concerned of a 
peace treaty which can become the acknow- 
ledged law of Europe as far as frontier and 
security arrangements and the limitation of 
armaments are concerned. 

Secondly, the work done by the O. E. E. C. 
in promoting monetary order and freer trade 
should be continued in co-operation with other 
institutions (such as the Bank for International 
Settlements, which since 1950 has acted as 
Agent of the O. E. E. C. for the operations of 
the European Payments Union). 

Thirdly, within the monetary and commercial 
framework thus created, it will be possible for 
specialised institutions (such as the already 
established European Coal and Steel Community 
and, on a more limited scale, the ““Eurofima”) 
to operate effectively and for new organisations 
to be founded; progress may even be made in 
the formation of customs unions between par- 
ticular countries (so that, for instance, in ad- 
dition to the Benelux Union, some new form 
of customs arrangement may perhaps be reached 
between the Scandinavian countries). One of 
the most urgent tasks is, moreover, to establish 
virtually unlimited freedom of movement within 
western Europe for residents of western Euro- 
pean countries and to allow them greater liberty 
to take up work in other countries within this 
area; this freedom might even be extended to 
include certain extra~-European countries, es- 
pecially the United States and Canada. There is 
no longer any very large population surplus 
within the area in question, so that there would 
be no danger of excessively large movements of 
people from one country to another. On the 
contrary, the labour markets of a number of — 
countries would find it a distinct advantage to 
be able to obtain additional workers from 
abroad, and the increased freedom of movement 
would furthermore not only bring happiness to 
individual persons but would also contribute to 
unification, especially in the case of western 
Europe. 

Fourthly, the European countries, mindful of 
the fact that they must not be too exclusive in 
their arrangements, should remain active mem- 
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bers of the wider international organisations 

such as G. A. T. T., the International Monetary 

Fund, the International Bank for Reconstruc- 

tion and Development and also, of course, the 

United Nations. 

The policies outlined above presuppose action 
in both the political and the technical fields. 
Should it prove possible to negotiate a treaty 
acceptable to all and thereby to solve the most 
difficult political problems, it is probable that 


the technical aspects of European co-operation will 
be given closer consideration, and this should 
make it easier for the countries concerned to 
adopt an objective attitude and to pay more atten- 
tion to what is desirable from a broad European 
point of view. The measures here outlined may 
fall short of the intentions of the original pro- 
tagonists of European integration; but they may, 
perhaps, be considered to lie more truly within 
the scope of practical politics. 


CAPITAL FORMATION AND ECONOMIC PROGRESS 


BY PROFESSOR ERIK LUNDBERG, UNIVERSITY OF STOCKHOLM 


The Inevitability of Economic Progress. 


One often encounters the view that in a country 
such as Sweden economic expansion, apart from 
temporary interruptions arising out of wars and 
business fluctuations, is on the whole a fairly 
automatic process. Industrial production and real 
national income in Sweden have risen since 1945 
at a rate of about 3—4% annually. Real incomes 
and the standard of living in the widest sense have 
increased at roughly the same rate. There have of 
course been fluctuations in the rate of growth, 
and in some years the increase in production has 
been larger, and in other years smaller, than the 
average. Over a fairly long period, however, one 
has the impression of an almost automatic process 
of growth in the Swedish economy, corresponding 
to something like a doubling of the total volume 
of production in 25—30 years. 

The impression that economic expansion is an 
automatic and inexorable business is strengthened 
when one takes into account that this growth has 
taken place under rather fluctuating conditions — 
inflationary pressure and detailed regulations dur- 
ing the period 1945—49, open inflation from 1950 
to 1952, followed by a period of fairly satis- 
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factory economic balance achieved with the help 
of a restrictive fiscal and monetary policy. The 
impression is further reinforced by our experience 
of historical statistical series over a lengthy period 
of time. Since industrialisation began in Sweden 
in the mid 19th century the rate of increase in the 
real national income has been a pretty steady 3% 
per annum. There is no particular need to stress 
that conditions for economic development have 
varied to a very great extent during this long 
period. Periods of rising and falling price levels 
have succeeded one another, we have had relatively 
high and low customs duties, periods when large 
amounts of capital were imported followed by 
periods of capital exports, high and low taxes, i.e. 
almost continual increases in the pressure of 
taxation, and rapidly increasing state influence 
over the functioning of society, particularly since 
the beginning of the 1930s. 

It is not necessary here to go into all the prob- 
lems of measurement that arise when attempts are 
made to investigate the long term development of 
real production, problems that arise because of 
continuous and enormous changes in technique, 
tastes, the quality of goods, in the composition of 
consumption and in relative prices. As far as 
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Sweden is concerned the existing national income 
studies tell us much the same as those for many 
other countries, that progress has been made at a 
remarkably even pace since the industrial revo- 
lution, particularly when one bears in mind the 
continual changes in economic conditions. 

One conclusion which one is tempted to draw 
from the results of these investigations is that the 
forces making for economic progress do not ‘seem 
to be particularly sensitive to changes in the politi- 
cal environment or to fairly radical shifts in the 
economic policy of the government. The repeated 
warnings that have been given throughout the 
ages, not least by prominent businessmen and 
economists, that the forces of progress were being 
suffocated and the foundations of our wellbeing 
undermined by the fiscal and social policy being 
pursued at any one time, have never yet been 
confirmed. The initiative in matters that promote 
material progress, new production, risk-taking, 
inducement to invest, capital formation, and saving 
has shown, at least in the long run, that it is 
sufficiently alive to keep economic expansion 
going. It seems that the pessimistic long term fore- 
casts, which were in themselves perfectly reason- 
able and justified against the background of a 
past era, have shown themselves to be in error, 
ex post. Entrepreneurs and savers have on each 
occasion become accustomed to the new order of 
things, to the new “‘worsened”’ circumstances, have 
forgotten the warnings, and carried on with “‘busi- 
ness as usual’. If we study the experience of the 
past ten years it does seem in fact as though the 
economic policy of full employment has, in spite 
of high taxes and inflation, led in Sweden and 
in a number of other countries to a significant 
increase in the rate of growth of productivity. This 
is in large measure due to the success that has so 
far been experienced in eliminating cyclical 
fluctuations, which had previously had a consider- 
able retarding effect on economic expansion. In 
Sweden the real national income per head of the 
active labour force has for instance risen by about 
3.5% per year during the post-war period, as 
against the 2—2.5% of earlier periods. 

Observations such as those that have been 
sketched above in very rough outline ought on the 
one hand to provide serious food for thought for 


all those who at the present time are busy issuing 
new warnings about the dangers for progress that 
are involved in such things as the rapid and steady 
growth of the state sector and the growing control 
by the state over the formation of capital. On the 
other hand, there is every reason for stressing at 
the same time the dangers of mechanical con- 
clusions based on these observations about the 
apparently automatic character of economic ad- 
vance. We can never be absolutely sure. There are 
good grounds for making strong reservations, 
even in Sweden, about the stability of economic 
expansion. 


The prophecies of the economists. 


First of all, it is perhaps appropriate to draw 
attention to the fact that the leading economists in 
different countries and at different times have 
placed widely differing interpretations on the out- 
look for future economic developments. In fact it 
is possible to speak about considerable cyclical 
fluctuations in attitudes to the future, oscillating 
between black pessimism and the fear of im- 
pending stagnation and cheerful optimism and a 
light-hearted hope for the future. Thus, in spite 
of the growth of industrialism in Britain and the 
accompanying rapid increase in material wellbeing, 
it was fashionable to be pessimistic during the 
first half of the 19th century. Ricardo and John 
Stuart Mill took the view that the expansion of 
industry and the rapid growth of population 
would, as a result of the scarcity of land and 
foodstuffs of which the supply was subject to the 
law of diminishing returns, lead to a rise in the 
rents on land, to fairly constant real wages and to 
falling profits. This development in the distri- 
bution of income would mean a growing scarcity 
of savings and a fall in capital formation. Finally, 
when profits had fallen almost to zero, economic 
progress would come to an end and a sort of 
stationary state of the economy would be reached, 
which one was free to like or dislike as one chose. 
Other forms of pessimistic forecasts about the 
future, based in part on classical theory, owed 
their prominence primarily to the doctrines of 
Marx. 

Even the economists can tire of being pessi- 
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mists, however, particularly when economic reality 
stubbornly refuses to be influenced. During the 


second half of the 19th century and up to the time 


of the first world war progress was rapid and 
fairly free from cyclical fluctuations in a number 
of countries, and this left its mark on:the beliefs 
the economists held about tomorrow. The econo- 
mists who set the fashion at the end of the roth 
and beginning of the 2oth century, such as Mar- 
shall in England, Clark in the United States, and 
Cassel in Sweden, constructed elegant theories 
about the endogenous capacity to expand of the 
capitalist system and drew optimistic conclusions 
about future possibilities. Then came the set back 
of the inter-war period, and in particular the 
Great Depression of the 1930s and the prolonged 
Stagnation of activity in the United States, the 
country which of course had previously symbolised 
the most overwhelming proof of the dynamic 
powers of expansion of the capitalist system. The 
distressing experiences of the 1930s gave rise to 
new systems of thought among the economists, 
and we had new and fine stagnation theories. 
Keynes in England, Alvin Hansen in the United 
States, and in some measure Myrdal and Ostlind 
in Sweden, now demonstrated how economic 
progress was primarily threatened by too much 
saving and too little consumption. The picture was 
not painted entirely black, however, for at the 
same time the theories showed how it was possible 
for the state to make use of various means to put 
an end to the tendencies to stagnation. Finally, at 
the present day, when there has been no great 
post-war depression and the stagnation tendencies 
of the 1930s have turned out to be only an episode, 
there has been a new shift towards an optimistic 
outlook on the future, towards the atomic age. In 
many cases the problem of capital formation has 
again been reversed, and the voluntary savings 
made available seem to be much too small in re- 
lation to large and growing investment needs. It is 
not anticipated, however, that the shortage of 
savings will primarily slow up the rate of ex- 
pansion. Many economists take the view that full 
employment ought instead to lead to rapid prog- 
ress, with steady and progressive deterioration in 


the value of money or with sporadic inflationary 


eruptions. 


This is of course an extremely summary out- 
line, but it is only intended to show how quickly 
ideas change. The conclusion to be drawn is that 
we neither ought nor need to believe implicitly 
what the experts say about long term economic 
developments. Economic theory, including empiri- 
cal trend studies for the recent past, is simply not 
able to provide a foundation for any absolutely 
certain forecasts. All that it can do is to systema- 
tise the complex of problems, and it is this which 
helps to make a study of the experience different 
countries have in fact had of economic develop- 
ment of value for judging the degree of stability 
in economic progress. What follows is based on 
some comparisons and is of course only designed 
to stimulate thought. It does not aim to give clear 
and simple answers to impossible questions. 


The variability in the rate of expansion in 
different countries. 


The example of France. 


The first thing that can be said is that the rate 
of expansion has undergone considerable vari- 
ations even for the countries that have shown 
continuous and relatively rapid progress since the 
beginning of the industrial era. For quite a number 
of these countries the rate of expansion seems to 
have reached a maximum in the decades round 
about the turn of the century, after which there 
has been some slowing down. It is still too early 
to judge whether the relatively rapid rate of in- 
crease in real national income which has emerged 
in a number of countries since the war is a purely 
temporary phenomenon. The variability in the 
rate of advance over long periods is at any rate an 
observation that is of the greatest interest in 
gauging the stability and the more or less auto- 
matic nature of progress. 

Larger and more interesting differences emerge 
if one compares different countries. For long 
periods countries like France and Italy have visibly 
stagnated economically, in sharp contrast to the 
rapidly expanding economies of Western Europe 
and America. The economists can point to a 
number of factors that account for economic 
stagnation in France, but they cannot of course 
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be absolutely sure as to the reasons for this 
stagnation. For it is not simply a matter of 
mechanical relationships between population de- 
velopments, capital formation, technical progress, 
etc. on the one hand and economic expansion 
on the other. It is also a question of environ- 
mental factors of an indefinable character which 
are bound up with political and social factors, and 
with a unique and complex history. Economic de- 
velopments are accordingly conditioned by a 
number of factors that do not permit of analysis 
with the aid of economic and statistical tools. 

If, however, one looks back on the extremely 
slow process of industrialisation in France during 
the 19th century, (and even to some extent as late 
as until the Monnet Plan), when a surprisingly 
large proportion of the population continued to 
engage in rather unproductive agriculture, some 
factors do emerge as obvious “causes”. The slow 
growth in population was undoubtedly a funda- 
mental cause of the economic stagnation. The 
rapidly falling birth rate meant that the population 
was beginning to stagnate from the middle of the 
19th century, and this stationary population situ- 
ation has contributed to the rigidity and inflexi- 
bility of the French economy. The relatively small 
annual intake of young workers has reduced 
mobility, while at the same time there has been 
a high incidence of stagnating enterprises and 
branches of the economy and very few expanding 
branches. This has also led to a great reluctance 
to invest. In a stagnating economy production does 
not grow so easily through the mistakes that must 
always be a feature of dynamic and expanding 
business activity. New investments are accordingly 
very much more risky than in an economy that is 
expanding quickly. Another characteristic of the 
French economy for long periods has been the low 
rate of investment activity in the domestic econo- 
my. This does not seem to have been the case for 
saving, however, and so there has been a surplus 
of savings which, in accordance with French pessi- 
mism and desire for security, has been hoarded 
in the form of gold or found its way into gilt 
edged securities. Sweden was one of the countries 
that was able to raise loans on the French capital 
market during the second half of the 19th century, 
for financing the construction of railways and 


houses. This long-term stagnation in the French 
economy illustrates very graphically that a high 
level of savings is not a sufficient condition for 
economic progress. It has been estimated that in 
the decades immediately preceding 1914 something 
like 1/3 to 1/2 of French savings were invested 
abroad. 

French experience can also offer another, and 
for us perhaps a topical lesson in the matter of 
capital formation. The relatively high saving com- 


bined with low investment activity in the French — 


economy itself tended to produce a high propensity 


towards inflation. This is indeed a paradox. Key- — 


nesian thought says quite the opposite, although it 
should be noted that Keynes’ teaching touches only 
the short run effects.. The low level of investment 
and the population factors discussed above led in 


the long run to a fairly rigid and inflexible struc- _ 


ture of production with a low elasticity in the 
supply of goods. When on various occasions de- 
mand increased more rapidly than was normal the 


result was not primarily an increase in production ~ 


but a rise in prices. The experience of inflation 
in the inter-war period checked the propensity to 
save, and this development led to a harmful and 
vicious circle, where low internal capital formation 
was the cause of low productivity, which in turn 
meant relatively low and only slowly increasing 
real incomes, with insufficient saving as the final 
result. The marked bias in favour of protectionism 
in the form of customs duties and various types of 


import regulation can also be traced to this com-— 


plex of reasons for the weakness of the French 
economy. It is to be hoped that the great industrial 
expansion that has taken place in France in the 
post-war period (the index of the volume of 
production has increased by 50% since 1948), 
does signify that the French have at last broken 
out of the vicious circle and that this will also 
lead gradually to more decisive measures in the 
direction of a freer economy and a much more 
liberal attitude to foreign trade. 


The stagnation problem in the “under- 
developed” countries. 


The ‘under-developed countries” 
Africa and South America, which account for 2/3 


in Asia, 
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to 3/4 of the world population but for only about 
1/6 of “the world income”, do of course pose far 
more dramatic development problems which are 
in part of quite a different kind from those of the 
industrial economies of the west. If we ask our- 
selves why economic expansion has not taken 
place on any significant scale in these countries we 
can however obtain a somewhat different view of 
the general conditions for stability in economic 
development, and these are also of interest for the 
problems discussed in this essay. 

There is a “circle of poverty” in these countries 
from which it is difficult to escape. A very small 
quantity of real capital in the form of capital 
equipment per head of the population means very 
low productivity, which means correspondingly 
low real incomes and a low standard of living, 
which can give rise to very little new saving. The 
increase in population and the slight increases in 
real capital preclude any appreciable rise in pro- 
ductivity, and so the circle continues. The distri- 
bution of income is often extremely unequal be- 
tween some preposterously rich and a multitude of 
absurdly poor. Sometimes quite a significant 
amount of saving can take place, as a result of the 
very uneven distribution of income, but to a very 
great extent this is put to unproductive uses, such 
as hoarding of gold, purchases of land, speculative 
transactions in commodities and so on. One reason 
is the almost complete absence of purchasing 
power and expanding markets, which would pro- 
vide profitable, attractive and productive invest- 
ments, e.g., for industrialisation. In a predomi- 
nantly natural or barter economy there is no scope 
for a progressively expanding division of labour, 
for, as Adam Smith says, “‘the division of labour 
is limited by the extent of the market’. There is 
little risk capital and little entrepreneurial activity, 
the climate of opinion is in addition sometimes 
markedly hostile to business, and these explain the 
relative absence of investment activity for the 
purpose of expanding production. and the con- 
tinuing low level of productivity. These in turn 
are responsible for the absence of markets with 
plenty of purchasing power. 

This “circle of poverty” can be broken. There 
have been examples, and we must hope for many 
more. However, the object is not to take up for 
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discussion here the possibilities of bringing to pass 
a better and more peaceful world with a more 
equitable income structure, in which the countries 
with the highest living standards and resultant 
high propensity to save do not, just by reason of 
the cumulative nature of economic development, 
steadily increase the real income gap between them 
and the poor countries of the world. Our task has 
been to show how economic expansion is de- 
termined by a number of factors and therefore 
how variable and little automatic it in fact is. 


The relationship between capital formation 
and the rate of progress. 


One conclusion from the above survey should 
be that we cannot assume without further ado that 
the economic development of Sweden proceeds 
automatically at a rapid rate of expansion, as has 
on the whole been the case in the past century and 
the past decade. The comparisons and consider- 
ations set out above are naturally very schematic, 
but they do justify the conclusion that the circum- 
stances surrounding economic development are 
sensitive and complex. There is an extremely 
complicated and changing causal connection be- 
tween population developments, capital formation, 
productivity and real income. Taken by itself, for 
instance, a stagnating population should provide 
scope for a rapid increase in per capita real in- 
come. Quite a large part of the annual amount 
saved is required for bringing up and educating 
a growing number of children and providing 
capital equipment for a growing labour force, and 
this saving could otherwise be devoted to providing 
a greater amount of capital equipment per 
worker and to increasing productivity. In a number 
of “underdeveloped” countries, the continual 
pressure from a rapidly increasing population 
means that there is not room for any consider- 
able increase in productivity and raising of stand- 
ards. Egypt is the classic example of this. But on 
the other hand the example of France demon- 
strates that a society can instead lose so much of 
the dynamism, mobility and flexibility that a fairly 
rapidly increasing population brings with it that 
the economy tends to stagnate. 

The amount of and direction in which capital 
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formation takes place is in every case a central 
problem. The poor countries with stagnating 
economies have a low net savings ratio. According 
to available, but admittedly extremely tentative, 
calculations the net savings ratio is often much 
less than 5% of the national income, compared 
with to to 15% for the expanding economies of 
the west. Moreover these savings, for the reasons 
discussed above, only benefit productive invest- 
ments to a very limited extent. There is un- 
doubtedly a close connection between economic 
progress and capital formation. An average annual 
increase in real national income of about 3% over 
long periods, which has been fairly normal for 
the progressive countries of Western Europe and 
North America, requires additional capital equip- 
ment in the economy if efficiency is to be main- 
tained. This relationship can be illustrated by con- 
sidering the results of American investigations 
made for the period 1870—1950, which suggest 
a relationship between the volume of net invest- 
ment and production of something in the region 
of 3:1. This means that an increase in real 
national income by a certain amount requires, with 
unchanged exploitation of productive capacity, an 
increase in the volume of net investment by three 
times that amount. Progress at the rate of 3% 
would thus correspond in the long run to a re- 
quirement of net capital formation constituting 
9% of the net national income, while a rate of 
expansion of 4% would correspond to a savings 
ratio of 12%. Naturally, these simple mechanical 
models are a gross simplification of reality. In- 
vestment needs are dependent for one thing on 
the direction the expansion follows and its allo- 
cation, e.g., to houses and services. Nevertheless, 
one gets some idea of the nature of the relation- 
ship. American investigations also show that the 
relationship between increase in capital and the 
speed of expansion seems to have been substantial- 
ly constant for long periods. A net savings ratio 
of 10—12% seems moreover to be a fairly normal 
result of the bold calculations that have been made 
for different countries, and there is good reason 
for supposing that this saving and investment in 
new capital equipment have constituted an essential 
condition for the rate of expansion that has been 
observed. 


Some problems of capital formation and 
development in Sweden. 


Here in Sweden we sometimes boast about our 
very high investment and savings ratios. The 
national income calculations indicate a gross in- 
vestment ratio of about 30% during the post-war 
period (as against something like 20—25% in the 
inter-war period). However, it is important to 
remember that this is a gross figure, and if in- 
vestment outlays for military purposes and current 
repairs and maintenance that are included in the 
gross figure are extracted the figure falls to 
somewhat less than 20%. Current international 
calculations estimate the fall in the value of 
society’s existing volume of capital at nearly 50% 
of gross investment outlays, and this would ac- 
cordingly give a net savings ratio for Sweden of 
the order of 10%. 

This analysis leads to the conclusion that a 
lower rate of saving in Sweden than 10% (net), 
or 20% or 30% (gross), would bring about a 
lower rate of progress. But the discussion has also 
shown why such a conclusion as to some retar- 
dation in the rate of advance must be hedged 
round with strong reservations. If we take the 
above example, a fall in the net savings ratio from 
10 to 7% (with a corresponding drop in the gross 
savings ratio) would clearly reduce the rate of 
progress from about 3 to 2% in the long run. 
However, the above comparisons showed that the 
question is not simply one of the amount saved. 
The pace of economic development is also de- 
pendent in large measure on the composition of 
the savings, and the direction and manner in which 
it is expanded, as well as on a number of other 
factors. As far as we can judge, the individual 
income earner’s savings play a fundamental part 
in the formation of net capital in Sweden. These 
savings, like various forms of public savings, are 
in the main directed towards the financing of 
housing and other social investments, while com- 
pany savings finance most of the business sector’s 
productive and risky investments. 

It is obvious that these various types of saving 
and investment are necessary for rapid and well- 
balanced economic progress. But the maintenance 
of the rapid speed of advance of the Swedish 
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economy can be threatened, not only by a too small 
total net savings ratio, which could ultimately 
result from high taxes and repeated inflations, but 
also by the malallocation of savings and therefore 
of investment activity. The combination of steep 
business taxes and a strongly restrictive credit 
policy evidenced by the economic policy developed 
for 1955 can lead in the long run to a less well- 
balanced process of development characterised by 
a greatly increased shortage of company savings, 
and in particular of saving that is willing to take 
the risk involved in initiating the new ideas and 
innovations in production and trade which are 
necessary, not least if there is to be a sufficiently 
rapid expansion of exports in new areas. At the 
same time the extension of the public sector can 
in the long run lead to a lack of balance in relation 
to the development of production and trade in the 
business sector, and perhaps also in relation to 
the preferences of the income earners themselves. 

A lack of balance between different sectors of 
the economy was what happened in the develop- 
ment of the French economy, but that is not the 
same as to say that present tendencies in govern- 
ment economic policy in Sweden and in the 
Swedish economy are such that France’s early 
experience is definitely relevant at the present 
time. What is interesting in comparisons between 
countries, however, is that we can see examples 
of the way in which a lack of balance (of the 
kind that is threatening in Sweden) between the 
supply of and the allocation of savings of various 
kinds and the need for capital for furthering the 
economic progress for which consumers and busi- 
ness men seem to be striving can lead to stagnation 
or inflation. 

In a country so well-balanced politically as 
Sweden the shifts in margins from one year to 
the next are, however, always small, and warnings 


about the threat of a slowing down in the rate of 
advance or even economic stagnation are mis- 
leading and unnecessary in view of the relatively 
short term horizons on which political debate is 
usually focussed. When the needs of society for 
savings are too great and/or the allocation of 
savings does not correspond with the requirements 
of continued expansion, the old and the modern 
solution of the savings problems will often be to 
choose an inflationary economic policy. 

There is no real justification for trying to apply 
to Sweden the experience of other countries as to 
the manner in which stagnation arises and persists, 
any more than there is justification for drawing 
out the trend lines for economic developments in 
Sweden during the past 10 or 30 years and as- 
suming that there will be a continued and more 
or less automatic forward march. Nor must we 
take the economists’ theories of economic develop- 
ment and their forecasts too seriously. This essay 
has aimed simply at showing how studies of the 
experiences of economic development in other 
countries which have in many respects widely 
different circumstances can provide a wider per- 
spective for the problems of expansion and capital 
formation in one’s own country. This applies also 
to the theories and the results of research which 
the economists have put forward at different 
times. An enormous amount of research work is 
being done at present in different countries and 
international institutions in the vast field which 
is encompassed by the concept of ‘‘economic 
growth’. The primary result of all these in- 
vestigations is, however, tending to be an aware- 
ness of how difficult it is to be certain about any 
particular line of development as the most proba- 
ble one for the future. On the other hand, we are 
learning why we are uncertain about the inevita- 
bility and stability of economic expansion. 
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SWEDEN AND LATIN AMERICA 


SOME REFLECTIONS AFTER A VISIT 
BY MR. SVEN G. MALMBERG, MANAGER, SKANDINAVISKA BANKEN, STOCKHOLM. 


At the end of World War II the West Euro- 
pean countries generally entertained great hopes 
in the possibilities of bringing about a rapidly 
increasing trade with Latin America. At that time 
there seemed to be many well-founded arguments 
for the belief that this part of the world could 
be regarded as a promising outlet for European 
products. Such thoughts were prevalent also in 
Sweden; in fact, when spokesmen of trade and 
industry attempted to judge the prospects of 
Swedish export products in the world market 
at that time, their optimism was particularly great 
concerning Latin America. 

The developments did not, however, take quite 
this favourable turn. Neither in Sweden nor in 
the other European countries did the results of 
the post-war trade with Latin America appear to 
have come up to expectations. It might therefore 
be of interest to attempt a more detailed analysis 
of the underlying causes, at least as far as Sweden 
is concerned. There is, of course, no single causal 
factor to which these developments can be at- 
tributed; it is instead a number of concurrent 
causes which have led up to the result. Some of 
the underlying causes are connected with the eco- 
nomic and political structure of Latin America, 
while others can be referred to deficiencies in 
the ability of Swedish exports to compete in the 
international market and in the sales know-how 
of the exporters. 

Already by way of introduction it may be ap- 
propriate to emphasize the fact that Latin America 
is no homogeneous market. It is true, of course, 
that there is a great affinity in matters of re- 
ligion and language between its twenty inde- 
pendent republics, but in regard to physical fea- 
tures and economy as well as cultural and political 
conditions the differences among them are more 


striking than the similarities. It is important to 
keep this in mind when attempting to ascertain a 
few general aspects of our commercial relations 
with Latin America. 

The trade between Sweden and Latin America 
began at an early date. As early as during the 
first half of the nineteenth century there were 
instances of such trade, but they remained of 
little importance — even measured by the yard- 
stick of that day — right up to the time when 
the first regular Swedish shipping line with Latin 
America was established at the beginning of the 
twentieth century. This direct contact with the 
large Latin-American market gave the first in- 
centive to an ever-increasing flow of commodities, 
which particularly during this past decade was of 
large proportions and to-day a not insignificant 
share — in 1954 between 7 and 8 per cent. — of 
Sweden’s total foreign trade is conducted with 
Latin America. 

This circumstance is not contradicted by what 
was said in the introduction, but must be viewed 
against the background of the very rapid rate of 
economic expansion in Latin America, particularly 
during the years after World War II. Nor seem 
there to be any signs of a slackening of the expan- 
sion despite the difficulties at hand. On the contra- 
ry, there is a definite feeling that the developments, 
stimulated by injections of capital from the United 
States and other countries — about one-sixth of 
the total new investments in the post-war period 
are of foreign origin — will lead to a rapid ex- 
pansion. The population, now about 170 millions, 
at present multiplies twice as fast as the world 
average figure. At the same time the standard of 


living is rising. Since the end of the war con-— 


sumption per capita has increased by about 3 per 
cent. annually, and this increase is expected to 
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continue, though probably at a somewhat slower 
rate. Since the middle of the thirties the pro- 
‘duction of goods and services has doubled and 
has now a yearly value corresponding to about 
Kr. 200000 million. According to calculations 
made by the United Nations the total national 
product of the twenty republics has since 1945 
risen by 5.4 per cent. a year on an average, while 
the corresponding figure for the United States 
is 3 per cent. Even a 4 per cent. annual growth 
would mean that by the middle of the 1970’s the 
national product would exceed Kr. 500000 million 
against Kr. 200000 million at present. These 
figures give ample evidence of the importance of 
Latin America as a market in the near future. 

The rapid expansion has, however, brought a 
serious economic problem in its wake, namely, the 
vigorous inflation that has been going on in a 
number of states and in places has assumed 
alarming proportions. As a measure of the in- 
tensity of the inflation it may be mentioned that 
the cost-of-living index (based on the 1948 price 
level) in February 1955 amounted to 161 in Ve- 
nezuela, 212 in Brazil, 593 in Chile and 1 800 in 
Paraguay. The corresponding figure for our coun- 
try was 132. It is interesting to note that in South 
America — even in well-informed circles — a 
comparatively sanguine attitude towards the prob- 
lem of inflation is sometimes encountered. Thus, 
it is not unusual to hear eminent bankers in Brazil, 
where the costs of living rose by 23 per cent. 
during 1954, voice the opinion that the trend was 
not so much an inflationary one in the accepted 
sense of the word as a normal expression of eco- 
nomic progress. 

Lack of capital is another problem which in 
recent years has become of a more and more 
urgent nature and which perhaps will slow up 
further progress. According to figures presented 
at an inter-American congress in Rio de Janeiro 
in November 1954, investments in Latin America 
during 1953 were estimated at little more than 
Kr. 30000 million altogether, while they should 
have exceeded Kr. 40 000 million in order to make 
possible an increase in the standard of living by 
3 per cent., which, as has been mentioned above, 
is the average figure for the post-war period. 

A weak spot in the Latin American economy 


is also the fact that food production does not at 
present keep pace with the growing population, 
and this necessitates increasingly burdening im- 
ports. It seems, however, that nowadays it has 
more and more been realized that the deteriorating 
food position is due to the fact that agriculture 
— above all in the big food-producing countries 
of Argentina and Brazil — has been unduly 
neglected in favour of industry. 

Another weak spot is the unsatisfactory supply 
of power in most of the Latin-American states. In 
spite of large high-grade coal deposits, the coal 
production is still insignificant. But a growing 
active interest on the part of 7. a. French and 
North-American investors has opened up possi- 
bilities of increasing, among other things, the 
extraction of coal in the northern and western re- 
publics where the deposits are largest. The po- 
tential supply of hydroelectric power is consider- 
able, but available water power has been harnessed 
only to a small extent. Of the twenty republics 
six are petroleum exporters, while the others de- 
pend on imports. These imports come to a very 
great extent from Venezuela and: the United 
States and result — first and foremost in the 
so-called ABC Powers (Argentina, Brazil and 
Chile) — in a considerable drain on dollar re- 
serves to the detriment of very urgent capital 
goods imports. The rapid industrialization has to 
a particularly high degree increased the petroleum 
consumption in Argentina and Brazil, whose do- 
mestic production amounts to about 50 and only 
2 per cent., respectively, of their total consump- 
tion, These countries, whose petroleum resources 
are said to be considerable, have for a long time 
taken a negative attitude towards foreign partici- 
pation in their oil production, but of late a certain 
change has appeared in this respect. Thus, Argen- 
tina through changes in her laws during 1955 has 
opened the door to foreign oil companies. Even in 
Brazil, where the opposition to foreign influence 
has traditionally been particularly great, an ever 
stronger public opinion in favour of similar meas- 
ures seems now to be emerging. 

If Latin America is to continue to expand her 
industry and her agriculture she will have to in- 
crease her capital and raw material imports, which 
in turn will finally have to be financed by a cor- 
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responding increase in exports. Since 1948, how- 
ever, the total volume of exports has not increased 
appreciably and only due to a favourable develop- 
ment of the continent’s terms of trade — an im- 
provement by 50 per cent. since 1948 — it has 
been possible for imports to continue growing. It 
should be added that what has here been said is 
chiefly applicable to Latin America’s southern 
republics. The northern ones, which belong to 
the dollar area, and Peru have on the other hand 
in the last decade managed to increase their ex- 
ports substantially and generally been able to 
attain a surplus in their balance of trade. 

To many of the Latin-American states, and par- 
ticularly to the largest and most important ones, 
the difficulty in increasing exports arises princi- 
pally from the fact that these are mainly made up 
of one single or only a few kinds of commodities. 
Both Brazil and Colombia have coffee as their 
most important export product. Argentina and 
Uruguay have to depend almost wholly on their 
exports of hides, meat and grain, Chile on her 
copper and nitrates, and Peru on her cotton and 
sugar. All these commodities are very much de- 
pendent on the trend of prices on the world 
market and, as far as farm products are con- 
cerned, also on the crop yields within the country. 
It is difficult through exports of these staple 
goods to earn such amounts of foreign ex- 
change as to allow importation of all the industrial 
supplies that an industrialized economy requires 
and at the same time meet the increased demand 
for consumer goods in a time of rising purchasing 
power. The foreign currencies earned suffice still 
less for the importation of the capital goods re- 
quired to raise the standard of living, to make 
the exploitation of the rich mineral and oil de- 
posits in many of the states profitable, or to 
rationalize farming. 

Most states are, therefore, to a great extent 
dependent on foreign loans both in the form of 
long-term investment capital and short-term com- 
mercial loans, and they have also received such 
assistance generously. With the exception of Ar- 
gentina, almost every country in Latin America 
has received substantial credits from the Inter- 
national Bank for Reconstruction and Develop- 
ment and the Export-Import Bank. The Inter- 


national Bank alone has, for instance, allotted 
more than one-fourth of its credits — totalling 
$600 million — to Latin America. In addition, 
there is also private risk capital, mainly from 
North-America, Germany and France, contri- 
buting to the industrialization, but all these in- 
jections are small in proportion to the need and 
are not enough to guarantee the present rate of 
progress. 

As a concluding remark on these general views 
on the productive capacity and the economic prob- 
lems of Latin America it may perhaps be said 
that the abundant manpower resources of these 
republics, their varying and fertile agricultural 
areas, their important oil and ore deposits and 
their already far advanced industrialization pro- 
gram have aroused great hopes in the exporters of 
all countries, particularly capital-goods exporters, 
of good marketing possibilities in Latin America. 
It is therefore only natural that the representatives 
of the Swedish exporters have had and still have 
their eyes on the possibilities offered by Latin 
America for Swedish goods. 

Since the pre-war years a very striking change 
in the pattern of Latin-American foreign trade 
has taken place. Thus, in 1938, 36 per cent. of the 
total Latin-American imports came from the 
United States and 44 per cent. from Europe. In 
1953 the share of the United States was 55 per 
cent. and that of Europe 29 per cent. This decline 
in the European share seems primarily to be due 
to the fact that during and immediately after the 
war the United States had an opportunity to make 
its products well known on the market practically 
free from competition from other sources. The 
process of industrialization, which was accelerated 
and accentuated by the wartime blockade, has also 
contributed to the fact that the importation of 
many European products has been superseded by 
domestic production. Thus to-day the Latin-Ameri-_ 
can states themselves supply about go per cent. of — 
their textile requirements. 

As to the Swedish forest products — mainly 
wood pulp and paper — competition from other : 
countries has not been particularly noticeable. The 
demand for these products, which by the way do 
not appear in the export programs of our large | 
European competitors, has as a result of the rising 
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standard of living in Latin America increased at 
a faster rate than the domestic production. 
Swedish engineering products and iron and 
steel, which now together account for the greater 
part of our exports to Latin America, have, how- 
ever, not been in the same favourable position as 


the forest products. This is, first and foremost, 


due to the keen competition from North-American 
exporters, but perhaps also to the often very harsh 
terms of competition imposed by the German 
industry, which has, as is well-known, recovered 
surprisingly fast. The domestic industrialization 
has only to a very small extent contributed to the 
decline in the Swedish export figures for these 
classes of merchandise. 

To put the whole blame on the competitive 
situation, when giving a final judgment on the 
trade exchange between Sweden and Latin Ameri- 
ca, is perhaps not quite fair. Many set-backs have 
probably arisen from faulty planning of the Swed- 


_ ish sales promotion efforts. We have been too 


oa 


pm 


stingy with publicity material, both as to lay-out 
and languages used. We have not wished to go 
to the expense of paying air-mail postage when 
sending publicity material and catalogues. A good 
business connection who has shown interest in 
the Swedish product will hardly wait 2—3 months 
for his working materials; for that is often the 
time required for catalogues to reach their desti- 
nations in some of the Latin-American republics 
by sea. Nor is it enough to send only a small 
number of spare parts with every machinery ship- 
ment. In order to service the Latin-American 
market properly it is necessary to establish a net- 
work of spare part depots, particularly if the 
product has been manufactured in such a remote 
country as Sweden and often is marketed in com- 
petition with similar United States products. In 
addition, it is also necessary to divide up the 
markets in most of the republics concerned, as 
these markets by no means comprise small areas, 
for Brazil is, as we know, as large as the United 
States, Argentina as extensive as Western Europe, 
Colombia more than twice the size of Sweden. 
Furthermore, a personal knowledge of the national 
mentalities in the various countries and of the 
requirements of the markets is of utmost im- 
portance in order to attain higher sales figures. 


Business trips are unfortunately too infrequent, 
and too little time is set aside for visits to each 
country. Finally, an adjustment of production 
methods is often required in order to make the 
product fit the Latin-American pattern. 

During the first post-war years our exports to 
Latin America were to a certain degree handi- 
capped by the great demand for Swedish pro- 
ducts from our other more traditional outlets. 
When the hunger for goods had been appeased in 
Europe and it was again possible to begin talking 
about a buyers’ market, our export drive on Latin 
America began to get under way, although we 
obviously were too slow in the start and as a 
result fell behind many other countries. It is, of 
course, true that our chief Latin-American trading 
partners, Brazil and Argentina, during the first 
golden post-war years received their rightful share 
of our production, but the republics in the north 
and west were only sporadically the ‘object of 
Swedish sales promotion efforts. When the Swed- 
ish companies began activating their marketing 
efforts in Latin America also the matter of credit 
became one of the great problems for those who 
were looking for new markets there and who 
previously had become used to payment under 
documentary credits. The introduction of the 
necessary readjustment measures progressed too 
slowly, and in the meantime our competitors in 
the iron and steel sector particularly, who had 
been more and more able to execute orders 
promptly, were working practically alone in the 
credit and merchandise-impoverished  Latin- 
American market. 


The above outline explains, to some extent at 
least, why it has been so difficult to open up new 
markets in Latin America. But it would be to give 
a misleading picture of the sales situation to de- 
scribe only the shortcomings of Swedish sales 
techniques. Most of the twenty republics in Latin 
America have had and still have to grapple with 
economic difficulties, which — as has been 
suggested above — have their origin in an all too 
intensified rate of building, mainly covering the 
construction of power plants, railways, roads, 
industrial buildings and housing, which rate of 
building is not matched by a similarly high rate 
of productivity. A considerable part of the export 
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earnings has been eaten up by the public sector 
of the economy in the respective countries, ne- 
cessitating the introduction of sweeping govern- 
mental regulations to control imports in the 
private sector. In addition, the domestic pro- 
duction of consumer goods has begun to grow 
quite substantially, as has been mentioned earlier, 
and the importation of these products has either 
been made unprofitable through high tariffs or 
been entirely prohibited. 

Our possibilities to hold our own in the com- 
petition for the Latin-American market are, how- 
ever, now greater than they were a few years ago. 
Our competitors do not seem to want to go any 
further in granting credits, and they have also 
reached the same stage as we in the full utilization 
of the export capacity. Fortunately, it appears as 
if the granting of long-term export credits of 
late has become too much of a burden to many 
countries. Both France and Germany have decided 
to cut their export subsidies; it has been found 
that this type of competition will only result in 
a losing game for all countries concerned. For 
success in the export promotion efforts it is, of 
course, of the greatest importance to adjust such 
efforts to the requirements of the market. Also, 
Sweden’s economic structure complements rather 
well that of Latin America. Relatively speaking, 
we are rather large manufacturers of certain 
products which are in great demand in Latin 
America, and we are also large consumers of their 
most important staple goods. In addition, Sweden 
has in many of the republics gained distinct good- 
will thanks to the good quality of her products 
and her correct performance of all commitments 
entered into. This coupled with increasing hesi- 
tation on the part of the republics to become too 
dependent on the United States in their foreign 
trade will, in many parts of Latin America, have 
produced a psychologically favourable attitude 
towards Swedish products. 

What, above all, is sought after is raw materials, 
capital goods and technical know-how. Our trade 
with Argentina, Brazil and Mexico, which has 
been of a sizable volume, has for many years 
chiefly consisted of these categories of exports. 
As has been mentioned above, the trade statistics 
will, however, indicate that the western and north- 


ern states on the South-American continent as 
well as the dollar republics in Central America 
and the republics on the Caribbean Sea have been 
overlooked by the Swedish exporters of capital 
goods, perhaps primarily due to their inadequate 
knowledge of these markets. But an improvement 
in the exchange of goods seems to be in the 
offing, and this is particularly gratifying in view 
of the fact that our exports to these countries 
provide Sweden with a not inconsiderable ad- 
ditional dollar income. To the individual Swedish 
exporter, however, this fact is of secondary im- 
portance only. To him the volume and the margins 
of profit are much more interesting. Venezuela, 
Colombia, Ecuador and Bolivia, which are all 
dollar countries give to-day evidence of busy 
activity in their economic progress, adjusted, of 
course, more or less to the size of the available 
foreign exchange resources of each country. In 
Peru, which from an exchange point of view at 
present may be regarded as the strongest country 
on the western side of the continent but which is 
not included among the dollar countries, the de- 
mand for both consumption and capital goods is 
quite substantial. The six republics in Central 
America do not have the same purchasing power 
as the larger of the states just mentioned, but also 
here progress is advancing, chiefly aided, how- 
ever, by North-American capital and technical 
assistance. Cuba, Haiti and the Dominican Re- 
public are also under strong North-American 
influence, which, however, should not prevent a 
Swedish export drive from being set in also on 
these small but active markets. 

The Swedish Ministry of Commerce has made 
and is making great efforts to be of assistance 
to the Swedish export industry in these — if I 
may say so — new markets. Thus, Commercial 
Secretaries are already stationed in Colombia and 
Mexico, from where they also service Central 
America and Ecuador. Future appointments of 
Commercial Secretaries for the Caribbean area 
and for Peru and Bolivia are also under con- 
sideration. The Swedish Foreign Office seems 
also to pay more and more attention to the fact 
that it is of importance that our other diplomatic 
missions in Latin America will be more fully 
represented on the commercial side. In this con- 
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nection it cannot be emphasized enough how im- 
portant it is to the Swedish interests when the 
diplomatic representatives take pains to keep the 
home country well posted on the trade and foreign 
exchange developments in their local areas and 
also assist actively visiting Swedish businessmen 
by procuring contacts for them on the higher 
official level. 

The information activities of the General Ex- 
ports Association of Sweden have been in oper- 
ation for quite a number of years now and are 


therefore too well-known to require to be dealt 
with here. The Latin-American Days arranged by 
the Association furnish a striking example of the 
activities undertaken by this for Swedish com- 
merce so important institution in order to stimu- 
late the interest in increased exports to the many 
Latin-American republics, which both politically, 
culturally and economically are so widely dif- 
ferent, but all have this in common that they are 
expanding rapidly. 
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THE ECONOMIC SITUATION 


The Effects of the Restraint Policy 


The aim of the tightened economic policy in- 
troduced in Sweden in October last year and 
later intensified by stages has not been to bring 
about a reduction in the economic activity during 
the present year compared with 1954. Instead, a 
continued substantial increase in both investment 
and consumption is envisaged in the national 
budget for 1955. The object of the restrictive 
policy has been to set limits to the plans for the 
utilization of the available resources which were 
reckoned to be in existence at the beginning of 
the year. The potential excess of demand was 
estimated at about Kr. 1,000 million. Then, a 
certain unavoidable price increase of 4 per cent. 
during the present year and a deficit in the 
balance of current payments of about Kr. 150 
million had been taken into consideration. The 
authorities have tried to eliminate the calculated 
excess of demand by the introduction of a number 
of different restrictive measures, chiefly of a 
monetary and financial nature. 

When the national budget was published it was 
emphasized that all calculations of an existing 
excess of demand will have to be very much 
hypothetical. It was also stressed that the inter- 
national economic outlook might change during 
the year, which also happened; the inflationary 
trends in the West-European economy have 
gradually increased. It would be extremely diffi- 
cult to estimate the effects of the measures which 
were put into operation and still more difficult 
to find out to what extent the various steps have 
been effective. 

As the greater part of the year has now come 
to an end, it is, for all that, only natural to raise 
the question if the policy of restraint has had the 
effects desired, i.e. if it has been possible to main- 
tain the equilibrium in the national economy. It 


is difficult to find a simple answer to this ques- 
tion. The only possibility to find an answer to it 
is to study the trend in various sectors, which, 
from the point of view of economic predictability, 
are relevant. 

During the year and up to mid-August the 
price level (consumer goods price index) rose by 
3 per cent. which approximately corresponds to 
what was estimated in the national budget. This 
rise is entirely to be attributed to the foodstuffs 
item. A further increase in price level may be 
expected during the remainder of the year through 
rising rents and food and fuel prices. A decision 
on a general increase in rents for all houses built 
before 1952 has been made and this increase took 
effect on the Ist October. Despite these additional 
price increases it is, however, not unlikely that the 
total rise in the price level will keep approximately 
within the limits envisaged at the beginning of the 
year. The deciding factor in this respect will be 
the trend of food prices. As a consequence of the 
dry summer the year’s crop yield has deteriorated 
compared with 1954 and the farmers have put in 
demands for substantial increases in the farm 
prices. This matter will, no doubt, give rise to long 
drawn out negotiations when the farm prices for 
the coming year are to be reviewed. The issue is 
of very great importance insofar as the continued 
trend of food prices will be of material signifi- 
cance to the forthcoming wage negotiations. ) 

In the labour market the situation during the — 
year has been characterized by increasing re- 
straint. The number of vacancies has been some- 
what higher than during the corresponding period — 
last year, while the number of applicants has been — 
considerably less. In most unions unemployment _ 
has been less than last year (in June the figure 
was only 1.4 per cent.) and this summer industrial | 
employment was 2.5 per cent. higher than last 
summer. Towards the end of the summer there 
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were signs of over-full employment, i.a. a trend 
towards increased labour turnover. If this trend 
will last during the autumn is perhaps uncertain, 
‘but even during September the situation in the 
‘labour market was in general characterized by a 
distinct shortage of manpower. 
It is more difficult to lay down the facts about 
the trend of total investment. To a very great 
extent the restrictive policy has been aimed at a 
limitation of the investment activities and it is 
likely that such a limitation has also been achieved. 
_ The issuance of building permits to industry and 
trade so far this year has been considerably less 
than during 1954. 
Also total central government investments will 
probably have been smaller this year than during 
1954, while the trend is somewhat difficult to 
ascertain in respect of the local governments. In 
the housing sector the activities have been at a 
high level, although a sharp fall in the number of 
housing starts has been registered. The total 
number of housing starts during the present year 
_is estimated at about 50,000 dwelling units, while 
the number of units completed during the year 
is expected at close to 60,000. As to company 
investments in plant etc. no information is availa- 
ble giving a total picture of the trend. This year’s 
imports of machinery have been at a higher level 
than last year, but in the domestic engineering 
industry there have been indications of a certain 
dampening of the activity in the course of the 
year. There is almost no information to be had 


Foreign Trade. (Million kr.) 
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on investments in stocks. The credit restrictions 
and the sharply increased rates of interest should 
have resulted in some running down of stocks, 
and that this has occurred in many branches is 
probable. In a few branches, primarily in the iron 
and steel sector, there are, however, signs of a 
rising trend. 

As to the trend of consumption the information 
is very scanty, but the available statistics indicate 
a very high level which is in line with the national 
budget, in which it was calculated with an increase 
in private consumption by 6 per cent. compared 
with 1954. During the period January—August the 
registration of private cars has been considerably 
above the figure for the same period last year. It 
seems probable, however, that total registrations 
during 1955 will not attain last year’s figure. Last 
year the registrations during the second half of 
the year were more numerous than during the 
first, which is rather exceptional but a consequence 
of the more liberal imports from West Germany. 
This year there will, in all probability, be a quite 
opposite trend. 

Also the trend of foreign trade reflects the very 
high economic activity, although there have been 
indications of a certain dampening of the rate of 
increase in imports during the summer months 
compared with last year. During the year’s first 
seven months, however, imports have shown a 
much sharper rise than exports resulting in a con- 
siderably larger import surplus than last year’s as 
can be seen from the table below. It is probable, 


Wholesale Price Index of the Board of Trade. 
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though, that the increase in the import surplus will 
be materially slowed down during the remaining 
months of the year, for one thing, as a result of 
the effects of the restrictive economic policy and, 
for another, owing to the fact that the export 
shipments of some products have fallen behind 
during the first half of the year. 


I t 
Imports Exports ack 
(Million kronor) 

Jan.—Aug: 1950) - me 3,740 3,440 300 
» 2 COST ee 6,159 5.511 648 
> 9. TQS 27 seers 6,106 5,439 667 
> ¥ 1953.5) sare 5,242 4,759 483 
> > "56545 eee 5,848 5,163 685 
> 2 (1955's 0) ee 6,645 5,650 995 


In the sectors mentioned above the indications 
of a dampening of the activity have been vague or 
in some instances quite missing. The fact that the 
policy of restraint has nevertheless brought on 
material curtailments is shown by the trend of 
commercial bank credits which have dropped by 
substantial amounts since May. A more detailed 
account of the trend in the credit market will be 
found later on in this outline. 

A summing up of what has been said here about 
the development will show that there are only very 
faint signs of a dampening of the full employment 
economy of our country having occurred. On the 
other hand, it is not possible to maintain that 
there are at present any indications of a dis- 
turbance in the state of equilibrium which might 
result in an inflationary development bringing on 
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a considerably stronger pressure upwards on the 
price level than was deemed inescapable at the 
beginning of the year. Our economic situation is 
still characterized by equilibrium but at such a 
high level as to give apprehensions for the future. 
In this situation the planning of the forthcoming 
wage negotiations will be of decisive importance. 
This year the trade unions and other employee 
organizations have been much more cautious than 
last year when judging the possibilities of pay 
increases, and the suggestion has been put forward 
that some kind of centralized wage machinery 
should be established. Thus, there is perhaps a 
certain chance that it shall be possible to avoid 
a repetition of the inflationary rises in incomes 
during 1955. 

The fact that also those who are responsible for 
the economic policy look upon our economic situ- 
ation in such a light as to believe that the risks of 
an overstraining of the resources cannot at all be 
regarded as no longer existing, is shown by the 
tightening up of the restraint policy which has 
gradually occurred also during the third quarter. 


Foreign trade 


The effect of the increased freedom given to 
Swedish imports in the latter half of 1954 are 
reflected in a rise in imports from the dollar area 
and also in larger imports from West Germany. 
Thus, during the first half of 1955 our imports 
were Kr. 721 million above the same period last 
year which is an increase by 16 per cent. Of this 
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rise in imports Kr. 230 million came from the 
dollar area and Kr. 331 million from West Ger- 
many, while imports from Great Britain — our 
most important supplier after West Germany — 
have declined somewhat. 


Foreign Trade with Some Important Countries 
Fan.—Fune 1954 and 1955. 


(Mill. Kr.) 

Imports Exports Trade Balance 

1954 1955 1954 1955 1954 1955 

West Germany. 815 1,146 434 497 —381 —649 
Great Britain. . 742 700 ~=—-_- 608 750\ — 44 56 
United States . 355 503 203 169 —152 —334 
Norway .-.. 4146 152 383 457 237 305 
Netherlands . . 300 348 #216 244 — 84 —I104 
EYanPee os 212 244 187 23a 25a GS 
Belgium... . 236 257 168 198 — 68 — 59 
Menmarkk s). 4. #134 jC.T75 «#253 255 119 80 
Rizly Gs 154 147 20) 124 — 34 — 23 
Ca re 146 128 124 76 — 22 — 52 
Switzerland .. 110 110 47 52 — 63 — 58 
Finland .... 33 25 67 95 34 70 
Soviet Union . 55 80 56 25 E155 
Australia... 35 32 63 70 28 38 
Poland... . . 43 50 34 42 — 9 — 8 


The dollar area does no longer hold the same 
exceptional position as during the first post-war 
years as a supplier of capital goods to the rest of 
the world. Other countries have gradually been 
able to build up a productive apparatus which has 
proved to be competitive as against the United 
States also under liberalized market conditions. 
When, in October last year, the Swedish author- 


Production Index of the Federation of Swedish 
Industries. (1935 = 100.) 
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ities took a first step towards abolishing also the 
restrictions against dollar imports, this indicated 
that it had been realized that the dollar problem 
was no longer as serious as previously. It could 
also be expected that more liberalized dollar im- 
ports would have a competition-promoting and 
price-reducing effect on the domestic market. 


Swedish imports of various kinds of goods from 
the dollar area and West Germany 


Fan.—Fune 1954 and 1055. 


(Mill. Kr.) 

Dollar Area paibay Boe, 

ermany Imports 
1954 1955 1954 1955 1954 1955 
Foodstuffs) . 5... - IOI 170 13 17 777 «2842 
Coal and coke ... F200 Ly 52 115 171 262 
Mineral oils’ = = 67 83 7 5 454 554 
Chem. products . . . 21 35 66 71 291 323 
Textiles males). STN Shera 125 598 590 
Tron, steel, metals . . AAg SETS 2 TS2 5A 753 

Machinery and instru- 

ments "ee ys Ss Spits 2458 srg (633. 726 
Motor-cars ..... 52S 83 223 346 445 
Other imports. ... 48 72 102 94 571 614 


Total imports 479 710 814 1,146 4,388 5,109 


The liberalized dollar imports have i.a. made a 
more varied line of goods available on the do- 
mestic market, where the American products have 
proved to be competitive, but they have also 
brought raw materials and machinery into Sweden 
to a much greater extent than previously. Imports 
of American cars have also increased, although 
not as much as imports of German cars which 


Share Index. 


— ——— Home Market Industry. 
Other Industry. 
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were in practice decontrolled on the Ist July last 
year. 

On the export side there has been no rise 
corresponding to the increase in imports. Thus, 
the import surplus against West Germany — al- 
ready previously a great one — has increased 
from Kr. 381 million during the first half of 1954 
to Kr. 649 million during the same period this 
year; the corresponding figures for the United 
States are Kr. 152 million and Kr. 334 million, 
respectively. 

Since the first half of 1954 our terms of trade 
have improved only slightly as the import price 
index has fallen by a little above one per cent. 
while export prices have risen by a few per cent. 
Therefore, the value figures can be said to give 
a fairly good idea also of the changes in volume. 
Thus, in terms of volume imports increased by 
9 per cent. if the first half of the year is com- 
pared with the second, while the export volume 
rose by only 1 per cent. From the second half of 
1954 to the first half of this year the import 
volume increased by a further 7 per cent., and it 
was then accompanied by an increase in the ex- 
port volume of 6 per cent. 

As the import surplus compared with last year’s 
is so much larger, a substantial outflow of foreign 
exchanges could have been expected. Rising 
freight receipts seem, however, to have contributed 
materially to the fact that the drain on the foreign 
exchange reserves during the first half of the 
year did not reach a higher figure than Kr. 196 
million against Kr. 133 million during the same 
period in 1954. Also this year it has been possible 
to observe indications of last year’s trend towards 
increasing gold and dollar reserves outside of the 
EPU-settlements, while a decline has occurred in 
respect of EPU-balances. 


Foreign Exchange Reserves in Mill. Kr. 


1954 1955 
The Riksbank 31/12 31/3 30/6 31/8 
Gold and dollars. .... 1,760 1,834 1,907 
Gold and dollars under EPU 
MPTCOMENt ss al see 249 I1l 28 
EPU currencies. 5 . . + « 422 322 325 
Other currencies ..... 43 26 21 
Total 2,474 2,293 2,281 2,411 
Commercial banks 39 137 41 17 
Total 2,513 2,430 2,322 2,488 


The Credit Market 


The restrictive economic policy pursued during 
1955 consists essentially of various measures in- 
troduced under the general credit policy. As a 
consequence of this fact the advances of the com- 
mercial banks have declined substantially since 
last spring. From the end of May to the end of 
August the advances of the commercial banks to 
the private sector dropped by Kr. 350 million or 
a little more than 3 per cent. During this period 
the deposits, on the other hand, rose by nearly 
Kr. 400 million. Through this development the 
liquidity of the banks has improved materially. 
Last spring the Riksbank made it a condition that 
by the end of July the banks were to fulfil the 
liquidity quotas laid down in the 1952 agreement. 
In July the banks managed almost to attain these 
quotas and in August the liquidity was further 
strengthened. 


Position of the Commercial Banks. 


1954 2h Bala) 
Assets (in mill. kr.). Aug. Dec. May June July Aug. 
Cashier's: Acureds 416 647 SI 511 590 543 
Treasury bills 1,736 882 420 404 376 648 
Swedish bonds. 1,845 2,167 2,214 2,276 2,338 2,385 
Advances 10,731 11,092 11,469 11,070 10,865 10,889 
Banks abroad. . 265 331 270.0 sank 291 301 


Sundry accounts 721 906 = «684844786794 
Total 15,714 16,025 15,568 15,382 15,246 15,560 

Liabilities 

(in mill. kr.) 

Deposits. . . . 12,808 12,727 12,323 12,326 12,562 12,715 

Banks abroad . 289 302 268 277 «249 ©6263 


Share capital and 
reserve funds. 


Sundry accounts 


1,154 1,16% 1,125 1,165 1,195 
1,463 1,816 1,654 1,270 1,417 
Total 15,714 16,025 15,568 15,382 15,246 15,560 

Liquid assets in per 
cent. of deposits 31.2 29.0 27.1 25.8 26.3 28.1 


1,154 
1,842 


The extensive borrowing on the capital market — 
which the Government, aided by the increase in 
the interest rate, has effected since last fall, has 
created great difficulties for other borrowers to 
hold their own in the competition for available 
funds. This concerns i.a. the housing sector. The 
commercial banks, which finance almost the entire | 
construction of multi-family houses, often could 
not, after the completion of the houses, have the 
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credits transferred to mortgage institutions and 
insurance companies; instead large amounts in 
frozen building credits remained with the banks. 
The banks regarded this development with great 
concern, and in order not to risk a serious deterio- 
ration in the liquidity they deemed it necessary to 
observe great restraint when granting new credits. 
The result of this should have been a great re- 
duction of housing starts during the year involving 
the risk of unemployment in the building industry 
during the winter months. After fresh negoti- 
ations between the Riksbank and the commercial 
banks in the middle of August an agreement was 
reached that the banks were to undertake the 
financing of about 25,000 dwelling starts during 
the second half of the year. The Riksbank, on its 
part, would see to it that there was space available 
in the capital market for the borrowing of the 
mortgage institutions so that the transfers of 
building credits from the commercial banks could 
be resumed to a normal and adequate extent. The 
fact that the borrowing requirements of the Goy- 
ernment during the remainder of the year will be 
comparatively small should make a not insignif- 
icant amount of space in the capital market 
available to other borrowers. It would only be a 
matter of seeing to it that the housing credits got 
the necessary space and were not ousted in favour 
of other capital-needing categories, first and fore- 
most then the local authorities. In addition, the 
Housing Board promised to endeavour to ex- 
pedite the transfers from the commercial banks 
of the Government loans which lagged behind 
considerably. 

During September two mortgage institution 
loans were floated on the market, one by the 
Urban Mortgage Bank of the Kingdom of Sweden 
and one by the Housing Credit Society. The rates 
of interest on the two loans were both 4 1/2 per 
cent., but in other respects the terms were some- 
what different. 

_ Towards the end of September the Riksbank 
issued new directives to the commercial banks for 
the application of still more rigorous restraint in 
their granting of credits. Thus, up to the end of 
October the banks were to cut their advances for 
other than housing purposes by 1 per cent. calcu- 
lated from the end of July. This cut may seem 


quite insignificant, but one drawback of the direc- 
tives is that no regard is paid to seasonal changes. 
To many banks the autumn is normally a period 
when advances will rise even though the greatest 
restraint is exercised. It will be extremely difficult 
for such banks to fulfil the new requirements 
without inflicting severe harm on the financial 
positions of their customers. To adjust the volume 
of advances to a certain predetermined target 
figure will always require much more time than 
one month, even though the demanded cut is so 
small as it is in this case. 


The Stock Market 


The uninterrupted rise in prices, which so far 
this year has characterized the American stock 
market, has had no counterpart on the stock ex- 
changes either in Sweden or in Great Britain, ‘for 
in these two countries the price trend has — at 
least temporarily — been influenced by the eco- 
nomic policy pursued by the authorities. Contrary 
to what could have been anticipated previously, 
however, the credit-restricting and other business- 
restraining measures applied in Sweden have not 
brought on any more lasting falling off in prices. 
Thus, from the year’s lowest point in June the 
share index for home-market industries has risen 
by 9.8 per cent. up to mid-September, while the 
corresponding increase for other industries is 13.0 
per cent. and for the banks 4.8 per cent. By and 
by there has appeared a not insignificant buying 
interest and this has chiefly been directed to shares 
in companies with large capital resources such as 
the shares of some forest and mining industries. 
The number of dealings has, however, been small 
with the exception of trading in subscription rights 
which at times has been very active as since Oc- 
tober last year bonus issues in companies listed 
on the Exchange have been announced amounting 
to about Kr. 360 million together with new issues 
totalling nearly Kr. 200 million. The total amount 
issued corresponds to about 15 per cent. of the 
face value of all shares listed on the Exchange 
at the end of 1954. 

Since our last period of review the shares of 
the following three companies have been intro- 
duced on the Exchange: Astra (medicinal and 
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chemical products), Bahco (Bahco tools, Primus 
cooking apparatus, etc.) and AB Malcus Holm- 
quist (machinery, etc.) ; in addition the shares of 
Inteckningsbanken have been removed from the 
Stock Exchange List as the majority of these 
shares have been exchanged for shares in Svenska 
Handelsbanken. Also a few other transactions 
deserve being mentioned. Thus, the Swedish Match 
Company has resolved to reduce its share capital 
from Kr. 235 million to Kr. 117.5 million in the 
form of a refund to the shareowners. According 
to the terms of exchange two old shares of nom. 
Kr. 50.— are consolidated into one new share of 
likewise Kr. 50.—; the shareholder will, in ad- 
dition, receive either Kr..25.— in cash and a 
Fractional Note of Kr. 25.— or the entire amount 
in cash. Ten Fractional Notes of Kr. 25.— each 
can, in their turn, be exchanged for one Swedish 
Match Company 3.6 % Convertible Note of nom. 
Kr. 250.—. Furthermore, the Trafik AB Granges- 
berg-Oxelosund has agreed with AB Custos on 
the taking over of the latter’s majority share- 
holding in Oxelosunds Jarnverks AB with a blast- 
furnace (annual capacity 120,000 tons) and a 
plate-glass works at Oxeldsund, the shipping-port 
of the Grangesberg Company. 


Since the preceding review the following issues 
of shares and bonds have been resolved : 


Shares. 


Bonus issues: 


AB Atlas-Diesel . . . 1 new for 4 old shares Kr. 7 mill. 
Boxholms ABC, 3 :.4 ‘Ted eo) 3) Oe > 28 > 

split-up of old shares 

of Kr. 600.- to Kr. 

100.-; for every old 

share of Kr. 600.-, 8 

new ones of Kr, 100.- 

were received 


Bultfabriks AB. . . . Inewfor2old shares » 5.64 » 


Forsikrings AB Hansa I » » 2 » > » 25 » 
Foérvaltnings AB Credo 4 » » 3 » » >» 2.75 » 
(Fastighets AB Credo) 
AB Sveriges Forenade 
Konservfabriker . . 1 » » 2 » » » 18 > 


New issues: 


AB Atlas-Diesel . . . I new at 120% for 2 


old shares » 14 > 


AB Marabou . I new 6 % pref. share 
(redeemable) at 100 % 
for 2 old ord. shares » 10 » 
Bonds. 
Rate of Amount Price of 
cyiterest of issue issue in 
Mill. kr. per cent. 
The Urban Mortgage Bank . 4)/a 122 100 % 
The Swedish Housing Credit 
Society” 7 ars 4a : 4)/s 33 100 % 
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Some Statistical Data on Sweden's Economic Position. 
: 


I. THE RIKSBANK. (Amounts in million kr.) 


Assets Liabilities 
: Gold and Foreign pe nee Reserves mands an d Domestic Omer Note oe ee Deposits 
Gold? aw . Total Treasury Bills Bills Advances | Circulation State aes ea Other Total 
1 332 I 2083 106 3 37 1 061 418 428 3 849 
5 bas 1153 3443 21 188 3513 Sil 312 44 867 
785 1594 2 379 2 821 21 226 4090 528 $22 1110 
954 1350 2 304 3 249 49 272 4577 ape 558 22 1029 
= 1130 1 491 2621 2786 46 311 4835 363 180 2 545 
1370 1 104 2474 3 267 16 83 5 087 289 150 2 441 
: oy lee 
A954 | I955 1954 | 1955 1954 TOSS \ 4954 : I95S | 1954) 1955 1954| TOSS 1954 955 | 1954| 1955 | 1954| 1955\ 19054| 1955| 1954| 1955 
I 129 | 1 370| I 510|1 039 2 39 2 409 |2284| 2997] 45 | 16 | 246] 14 ]4650] 4855] 177| 123] 103] 137] 2] 5] 282] 265 
1128 | 1 370) 1 418) 973) 2546| 2 343 |2342| 2953| 45 | 15 | 362 4 4584! 4793| 357| 144] 29| 101; 2| 2| 388] 247 
“1 128 | 1 370] 1 328) 923/2456| 2293|2299| 2777| 46 | 16 | 338] 188 | 4459] 4756| 309] 129| 19] 93] 2] 2] 330] 224 
‘1 129 | 1 335 1356 859| 2 485 | 2194/2331) 2939) 46 | 15 | 425) 237 14575 | 4857) 321| 100) 30) tor} 3] 4) 354) 205 
1130) 1301} 1 366) 848) 2 496| 2209/2 300| 2783| 41 | 16 | 484] 311 | 4433| 4792) 514] 105] 21} 99) 3) 3) 538} 207 
1132 | 1365/1356) 915) 2 488| 2280/2 405| 2859] 14 | 15 | 419] 427 14593| 4+924| 370| 183] 38/142) 2] 5] 416] 330 
1131 | 1 365 | 1 330|1 col! 2 461 | 2 366|2530| 3006/ 14] 13] 42] 29 |4463| 4735| 100 94 119 | 237 2 2| 221] 333 
1131 | 1 365 1 357) 046 2488 | 2411|2572| 2866] 13] 13 2 55 14523] 4775] 150] 1 a et2O) tee Sine S| 228327, 
1131 | 1 365 | 1 438|1 087| 2 569| 2 452|2477| 2839| 15 | 15 144 14615 | 4861) 149) 97) 24) 89) 9) 7) 182) 193 
(1159 1416 2575 2 642 17 27 4730 105 72 13 190 
1274 1273 2547 2 699 17 5 4739 213 25 4 242 
1 370 1 104 2474 3,267 16 3 5 087 289 150 2 441 | 
‘ket value. — * Net claims on foreign countries. 
II. COMMERCIAL BANKS. (Amounts in million kr.) 
Swedish = pee rb iieiaded Deposits |Net Claims! 
Cash Bo as Overdrafts Short L over on Foreign 
eaes Bills Loans and Other Total T a Ong Total Advances | Countries 
Advances ise rm 
601 190 1 163 2705 470 4338 I 152 | 3 108 260 — 78 95 
681 1 107 2211 7 537 1 492 9240 2151 6779 930 —3I0 — 392 
936 18 2 69. 5 801 1 680 10 175 2 626 7 887 A535 338 —492 
22 171 25 5 O74 1 668 9 848 2618 7740 10 35 510 —131 
6 3 345 2 568 5 1798 9932 2 591 9248 11 839 1907 9 
. 647 3,049 2 903 5 833 2 356 11 092 | 2519 10 208 12 727 1 635 12 
1954|7055| 1954) 1955 | 1954| 1955 | 1954 1955 | 1954 1955 | 1954 | I95S5 | 1954 | 1955 1954 | 1955 | 1954 | I9SS 1954 | 1955 | 1954 955 
[EE 
407 504 3 664) 3252/2 556) 2914) 5 564] 5 797| 1 851) 2.451] 9 971|11 164] 2 411|2297| 9674|10 732) 12 086|13 029] 2 115] 1 865] 206] 220 
1315 | 488 |3 790] 3 2802 575] 2 932| 5 640] 5 798] 1 918) 2 497| 10 133|11 227| 2 329] 2267) 9851 10895 12 180]13 162] 2 047| 193 97| 279 
| 370 | 480 |3 523| 2988/2 700) 3 o11| 5 685] 5 855] 2.078] 2 §21| 10 463/11 387] 2 319] 2.089) 9949/10 756] 12 268/12 845] 1 805) 1 45 10} 189 
82 | 485 |3 588 eal 73| 3.078 5 657 § 827| 2079) 2 569] 10 Sog|11 474) 2 398] 2255) 9 860) 10 391] 12 258/12 645) 1 749] 1171\— 47) 87 
379 | §11 13 353| 2 634\2 849) 3 066} § 682) 5 771] 2 121] 2 632) 10 652)11 469] 2 281] 2084] 9 842|\10 239] 12 123]12 323] I 471 Site. 13 Fe 
475 | 590 |3 212| 2 680|2 817] 2 986] 5 762| 5 487] 2 163] 2 597| 10 742|11 070] 2 469] 2 220] 9 797|10 106] 12 266/12 326| 1 524| 1 256|— 50| 80 
436 | 617 |3 382 aes 2927| § 758) 5 435| 2170/2 503] 10 770]10 865) 2 368} 2 194] 10 246]10 368) 12 614)12 562) 1844/1697) 19) 119) 
416 | 544 |3 581] 3 033/2 788) 2 893 5 775 5 448] 2 168/3 548] to 731/10 889] 2 365| 2 227 10 443 10 485] 12 12715] 2077/1826, 66) 19 
3591 2827 5 830) 2 284 10 940 2 347 10 63 12.985 2045 122 } 
2 831 861 231 II 2 10717 13 116 2 109 
2 2 806 2 884 2 4) lI re 2 ae 10 as 12 852 1 693 A 
3,049 2903 5 833 235 11 092 2519 10 208 12 727 1635 126 
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Ill. OTHER: CREDIT INSTITUTIONS. STOCK EXCHANGE 
| ; Deposits Bank : 2 |Turnover at the Stock- a 
os | Savings Banks : at the Clearing Par ke Yields on Bonds holm Stock Exchange? Share ind 
ost Office! Turnover __ 3 
o- Savings at the ener Govt. | Industrial | 
Month} Deposits* | Advances? | Bonds? Bank? Riksbank Service eee Toate Bonds Shares Home | { 
Million kr. | Million kr. | Million kr.| Million kr.| Million kr.| Million kr. | % % | 1000 kr. | 1000 ker.| /ndustries| Ini 
1938 3 685 3, 069 829 618 31 380 24 986 2,32 | 2,92 243 931 146 | 
1950 | 7437 6 994 879 2143 109 31 167 415 3,16 5,10 354 763 1598 | | 
1951 7 802 7 341 820 2 325 149 12 203 Cog 3,27 3,40 64 787 172 
1952 8 we 4 934 865 2 633 172 186 240 900 3.31 | 3,62 298 583 152 | 
1953 9 081 562 915 2 846 157 537 256 280 3,30 3572 294 530 146 | 
1954 | 9699 9 224 967 2950 | 175490 | 279958 3,39 3,70 292 834 a 
I9S4 | F955 | 1954 | 1955 | 1954 | 1955| 1954| 1955 | 1954\ 1955 | 1954 1955 |\1954\1955 19541955 1954| 1955 1954|1955|1954\I9S5|29 
—— | ——————_— | 
an. . + |2 876) 3 065/145c6|15786| 16 672/28 756] 3,23| 3,36 3,60] 3,81| 274) 373| 821| 883] 163] 205] 2) 
ket. : : : . : + 12 892] 3 085|11492|12097|25 609/17 449) 3,22] 3,39] 3,59| 3,94) 362| 285] 815| 760) 168] 200] 2) 
Mar. | 9 §65|10199) 8 780) 9545] 942] 975/2 893| 3 09215146! 15610] 30 330)30 825| 3,22/ 3,40| 3,58| 4,03| 438| 305| 8g2\1015| 165| 204] 2| 
| April : : : : : - |2 888) 3 080]12829)13991|17 658]19 520] 3,22! 3,48] 3,61| 4,16| 261) 353] 784) 864| 167] 208] 2) 
| May : : . : : -|2 875] 3.074/15830 ee 189|32 640} 3,22] 3,94) 3,61/°5,42| 420) 123 5| 683) 175] 187) 2) 
June | 9 $69)10177| 8937/9 537| 944] 984|2 877] 3 067/15083|16348/18 610/21 113] 3,22| 3,94| 3,65/°5,28 275) 226) 891| 474] 174] 181} 2) 
| July : : : 2 898) 3 083) 1657516645 |28 952) 32 221| 3,22! 3,96] 3,62/°5,30| 205, 177] 836) 435| 185] 193) 2 
Aug. : : . 2 917| 3 099/11 367|12826)14 997|17 716] 3,23| 3,88] 3,63| 4,68] 198 ae pe 407| 192] 197| 2} 
Sept. | 9 685 9075 944 2.924 15009 15846)27 334/29 462| 3,23] 3,85) 3,70| 4,64] 200] 281) 623/ 692| 191| 198] 2 
Oct. : . : 2944 14064 18 461 3,65 4,14 237 48 190 2! 
| Nov. : : : 2948 7 28 268 3548 3,85 28 eee 197 a 
Dec. |9 699 9 224 967 2950 17636 21 872 3.40 3577 353 739 196 | 
* At the end of each year or month. — ? Calculated on market prices at middle of months. The yearly figures represent averages of the 
figures. — ° Averages per Stock Exchange business day. j 
IV. OTHER STATISTICAL DATA? | 
: . ‘ a Whole Sale Price Index 
National Debt Foreign Trade Pro. |Unemploy- (1935 = 100) 3 Cost of |W: 
Se Thereof Export (+)| duction gee Living | Kil 
Month Total ache Imports | Exports | or Import | Index * Inions3| Import | Export All Index | of 
an Rindes 5 c (-) Sarath 1935 = 100 ae erat: Gaede Goods |!949=100) 'T 
Million kr. | Million kr. |Million kr.|Million kr.| Million kr, 
1938 2 566 2 443 2 082 1 843 — 239 123 10,9 III 120 111 - 
1950 eas 8 949 6 102 5 707 — 395 197 2,2 332 314 227 Iol 
1951 12 823 9 037 fej 225 + 4! 206 1,8 432 562 299 117 
1952 12710 9 631 947 134 — 813 202 2,3 407 44 31 126 
1953 13 052 Sie 8 161 7 657 — 504 205 2,9 375 37 2 128 
| 1954 15 059 11 862 9 194 8 217 — 997 210 2,6 385 371 297 129 
| — 
1954 | 1955 | 1954 | 1955 1954| 1955|I9S4\ 1955| 1954.| 1955 | 1954\1955 r954{ I9SS\IOS4) 1955 1954] 1955 1954 1955 r954\1955 
Jan. | 13 810} 15 287|/10360;12034 acl 844 | 585 | 707 |—115/—137] 212|223| + | - | 384| 386| 385| 388|296| 300/ - | 129| 107) 
Feb. | 14.055] 15 492/10747 12133 641 | 842 49° 655 |—151/—187| 213|227| 4,7| 3,8 | 387] 381 | 382| 390/296 302} + | 129) 11 
Mar. | 13 704| 14 815|10932|12185| 804 | 926 584 |—204)—342| 218|227| - -\ | 393| 380) 381] 390|296| 304] 129) 130] 1 
April | 14055] 15 168/11069)12184) 761 | 892) 612) 662 |—149|--230 223 | 240) 2,4| 2,0 | 388| 381 | 378| 391/297] 305] + | 131 
| May | 13 629) 14 §25)10926|12377| 777 | 835 | 782| 744/+ 5|— 91] 22 234) - 389 382 | 378 | 392 296) 307) - | 131 
j June | 13 §87) 14 $24] 10934|12503| 712 | 810| 734| 774|+ 22/+ 36] 22 234| 1,7 388 | 383 | 378) 393 | 298| 308) 130] 131 
July | 14 040} 14 726) 1090812596) 735 | 727| 742| 750\/+ 7/+ 23] 114/123] - ; 84 | 379| 393| 297| 313 | 129 | 133 
| Aug. | 14 158] 14 850) 10906|12586] 719 | 808 | 627| 776|— g2|— 32| 209 is 3, 338 380 | 394 296! 311 | 129| 133 
| Sept. | 14 100] 14 690!11075|12563] 772 716 — 56 222 . 377 379 | 295 129 
| Oct. | 1465 10577 816 772 - 226 1,4 381 382 296 129 
| Nov. | 1461 11096 844 748 - 232 . 381 383 298 129 
| Dec. | 15 059 11862 gio 812 — 98 229 3,9 384 | 386 | 299 129 


* At the end of each year or month. — 
to the Federation of Swedish Industries, — 
on State Railways. 


* The yearly figures up to and including 1950 according to the Board of Trade, the other 
* The yearly figures represent averages of the monthly figures. — * Million kilometres » 
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Statement of Condition August 315t, 1955 


AS SEs 

Cash in hand and with the Riksbank Kr. 157,669,000 
Bonds and Treasury Bills » 770,133,000 
Loans and Discounts » 2,747,623,000 
Swedish Banks and Savings Banks » 144,074,000 
Banks abroad 110,564,000 
55,931,000 

25,297,000 

33,470,000 

Kr. 4,044,761,000 


LIABILITIES 

Deposits Kr, 3,338,724,000 
Swedish Banks and Savings Banks . . . 30,599,000 
Banks abroad <a tae 83,611,000 
Sundry Accounts 324,918,000 
Share Capital y os as) 4. sa a = BORGER 760000 
Reserve Funds - . >» 105,149,000 » 266,909,000 

Kr. 4,044,761,000 
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